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AVERTING PAYLESS PAY-DAYS 


How the credit of Massachusetts was used to reform relief administration, 


assist distressed municipalities, improve their credit, 


and postpone higher tax rates. 


By HONORABLE HENRY CABOT LODGE, JR. 


Massachusetts General Court 


Member Legislative Committee on Municipal Finance 


HEN the Massachusetts Legislature con- 
W vened in January, 1933, there were real 
reasons for being preoccupied with the 
financial condition of some of the cities and 
towns of the Commonwealth. In some of them 
industries and individuals which had _ been 
among the largest taxpayers had been forced to 
leave. In others a rate of expenditure which 
was bearable in good times had become too 
large for the taxpayers to support in the 
stringent days of depression. : 
There was no general legislation for state 
support of public welfare. A score of mu- 
nicipalities were being forced into a situation 
where payless pay-days would become inevi- 
table. 


Two bills and one board 


To meet this situation and to prevent the 
developments which it threatened, the legis- 
lature enacted two bills. The first created an 
Emergency Finance Board consisting of the 
State Treasurer, the Director of Accounts (who 
is charged by the state with general supervi- 
sion of municipal finance), and three mem- 
bers appointed by the Governor. This Board 
was empowered to authorize the borrowing by 
municipalities of sums equalling the total 
amount of the tax titles which they held. The 
borrowing is to be made from the Common- 
wealth at a rate of not less than four per cent, 


and the debt must fall due in not more than 
one year. 

The extent to which a municipality held tax 
titles was fixed as the borrowing limit prin- 
cipally because it was a convenient measuring 
stick of the degree of a municipality’s need. 
But it was also provided that all amounts re- 
ceived from the redemption or sale of land 
taken for non-payment of taxes should be ap- 
plied toward the payment of borrowings made 
under the bill. The board was given the au- 
thority to withhold money which would 
ordinarily be distributed in the event that a 
municipality did not pay what it owed in bor- 
rowings under the new law. A limitation of 
$10,000,000 was set on the total amount which 
could be borrowed from the state. All loans 
were to be authorized by the board only “if in 
its judgment the financial affairs of such city 
or town warrant.” 


Borrowing for local relief 

Because it became evident that this bill alone 
would not be enough to meet the abnormal 
increase in expenditures for public welfare and 
soldiers’ relief, the legislature enacted an- 
other bill which empowered this same Emer- 
gency Finance Board to go even further. Under 
this second bill the board could authorize a city 
or town to borrow sums equivalent to the dif- 
ference between a municipality's expenses for 
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welfare and soldiers’ benefits in 1932 and its 
expenditures for the same purpose in 1929, the 
interest rate to be fixed so as to cover the board's 
administrative expenses. The proceeds of this 
loan were to be used only for meeting appro- 
priations for welfare or soldiers’ benefits or else 
for a direct reduction of the local tax rate. A 
net limitation of $30,000,000 was established. 

There were other more striking differences 
between this second bill and its predecessor. 
The board was authorized to re- 
quest the State Commissioner of 
Public Welfare and the State Com- 
missioner of State Aid and Pen- 
sions to investigate and report on 
the administration of public relief 
in any city or town. The board 
was then given the authority to 
make recommendations based on 
these investigations and to with- 
hold loans until these recom- 
mendations had been carried into 
effect. It was also authorized to 
withhold the disbursement of fed- 
eral relief money and distributions 
by the state until all requirements had been met. 
Finally, the bill levied a six per cent tax on the 
dividends of Massachusetts corporations (which 
had been untaxed heretofore), the proceeds of 
which were to go to the cities and towns. These 
proceeds too could be withheld by the board if 
it so desired. 


State concern 


Both of these bills were framed in the Com- 
mittee on Municipal Finance, which was pre- 
sided over by Senator Samuel H. Wragg and 
Representative John Halliwell. The second 
bill is commonly referred to as the “Halliwell 
bill.” Much credit for the legislation should 
also go to Theodore N. Waddell, the Director 
of Accounts, whose long experience, ripe judg- 
ment, and resourceful mind were of inestimable 
value. The first bill was approved March 1, 
1933, and the board was set up, having in its 
membership State Treasurer Charles F. Hur- 
ley, Director Waddell, and Messrs. Joseph W. 
Bartlett, William B. Coy, and Daniel F. 
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Doherty as appointees of the Governor. 

This bill recognized more forcefully than 
ever before the concern of the state in the finan- 
cial condition of the municipalities. The second 
went still further in that it took official cog- 
nizance of the fact that relief was no longer a 
secondary problem of government but had be- 
come a question of the first importance from 
the standpoint of the welfare recipient and the 
taxpayer alike. 

What have been the results of 
this legislation? Under the first 
bill, with its $10,000,000 limit, a 
total of $6,759,080 was borrowed 
by forty-six municipalities. These 
borrowings can continue until 
July 1, 1935. Repayments to date 
total $1,291,631 which, in the 
opinion of the state tax authori- 
ties, is a remarkable showing for 
the eight months’ period in which 
the repayments were made. 
Neither under this bill nor under 
the second one has any use been 
made of the right to issue warrants 
and withhold tax distributions to insure repay- 
ment of amounts loaned. 


— 4 


Investigations 


Under the second bill, with its $30,000,000 
limit, fifty cities and towns borrowed about 
$12,000,000 of which about $5,000,000 was bor- 
rowed from the state. Under this bill borrow- 
ings could only be made during the year 1933 
and the loans must be repaid by 1938. The 
section relating to the administration of public 
relief was extensively used. In the case of every 
municipality applying for a loan an investiga- 
tion was made. The federal allotments to many 
of the cities and towns were held up for months 
until reform was secured. In the case of about 
twenty-five municipalities changes were made 
which for the most part required more ade- 
quate investigation of affairs in local relief de- 
partments. 

The entire procedure is perhaps unorthodox 
from a financial standpoint and was only justi- 
fied by the emergency conditions. It seemed, 
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however, that in a state where there was no 
general welfare legislation, the Commonwealth 
could afford to spread some of the debt over a 
longer period. Due to the additional revenue 
provided by the dividend tax, no portion of 
the loan was placed on the real estate taxpayers. 
In many cases this legislation gave the mu- 
nicipalities improved credit standing which en- 
abled them to borrow in the open market. 
Many of the tax title loans were used to reduce 
an old temporary debt. Increases in local tax 
rates were thus postponed. For these reasons 


Governor Ely, in a special message to the legis- 
lature on May 11 of this year, asked for exten- 
sion of this legislation. 

It is also noteworthy that in a state contain- 
ing 355 cities and towns only half a hundred 
felt the need of availing themselves of these 
new facilities. If the credit of the Common- 
wealth had not been so strong these measures 
would not have been possible. Luckily, Massa- 
chusetts was in a position to fortify the credit 
of its municipalities and prevent in some in- 
stances the development of critical conditions. 


CAUSES OF DEFAULT 


Lawmakers may be able to prevent municipal financial difficulties 


by studying the causes which produced them. 


UNIcIPAL defaults do not just happen— 
M they result from circumstances which 
can be identified as the causes. The 
immediate causes are related to tax delinquency, 
bank failures, short-term loans, and unbalanced 
budgets. The indirect or remote causes are 
found in the low price level, real estate over- 
development, excessive debt, changes in revenue 
systems, and economic factors affecting the 
ability of the community to pay the taxes levied. 
Tax delinquency brings 


special assessment obligations, however, may be 
forestalled temporarily by advances from the 
general fund; but such advances, when no 
longer possible, may force default on both 
general and special assessment bonds. 

Bank failures have been the immediate reason 
for many defaults. Funds accumulated for 
debt service were tied up in banks on the due 
date and sometimes permanently lost. Tax 
collections, also, have been slow where private 

funds are frozen in closed 











default. If all taxes were banks. 

collected at the proper This clear and concise summary Short-term borrowing 
time, there could be few of the reasons cities are unable in anticipation of tax 
justifiable defaults. Tax to pay their debts is taken from levies due at an early date 
delinquency brings about “Municipal Debt Defaults: Their has provided funds to 
a shortage of cash. It Prevention and Adjustment” —a re- meet debt charges in 
may be due to the laxity port prepared under the direction of numerous cities. The first 
of administrative officials Carl H. Chatters, Executive Direc- year the customary loans 
in performing their duty, tor of the Municipal Finance Officers cannot be obtained will 
to legislation discouraging Association. Legislators who wish to probably find the mu- 
prompt payments, or to an study this problem further will be nicipality in default. 
excessive tax burden. Non- interested in the entire report which An excess of expendi- 
payment of special as- may be secured for fifty cents from tures over receipts for one 
sessment taxes may result the Public Administration Service, year or a period of years 
in special assessment bond 850 East 58th Street, Chicago. may come through shrink- 
defaults. The default in age of revenues, expendi- 
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tures in excess of estimates, or unusual ex- 
penditures for capital outlay, for unemployment 
relief or other emergency. An unbalanced budg- 
et may relate not alone to the general funds of 
the municipality, but also to the operation of 
municipal utilities, with consequent difficulties 
in their financial position. 

The overdevelopment of real estate subdivi- 
sions by promoters and speculators has created 
many municipal debts beyond any reasonable 
ability to pay, unless and until a far greater 
proportion of parcels of land called lots are to 
be occupied by houses or other revenue-produc- 
ing properties. The unnecessary expansion of 
public facilities resulting from the pressure of 
private interests or the over-optimism of officials 
appears to be the chief cause of defaults in 
Florida, Ohio, and Michigan. 


Excessive debts 


Excessive debt burdens contribute to defaults. 
The debt limits designed to keep debts reason- 
able have been made useless by the number 
of exemptions from the basic limit. A munic- 
ipal debt limit of five or seven per cent of the 
assessed valuation has been of little effect when 
no limit has been placed on all the debts that 
might be chargeable to property within the 
same city for schools, county roads, drainage 
districts, local special improvements, and scores 
of special services. The failure to recognize 
that the real debt of a municipality is the sum 
total of all debts that must be paid by property 
within the corporate limits has led to the piling 
up of these exorbitant debts. 

Changes in state laws affecting the local rev- 
enue system have frequently withdrawn from 
local taxation property which municipalities 
had formerly relied upon for funds to pay their 
debts. Railroad and utility properties subject to 
local taxes have in some cases become subject 
to state-levied taxes only, and at reduced rates. 
In other cases state laws have been passed which 
by abolishing penalties for delinquency elim- 
inate all incentive to pay local taxes. 

Many municipalities find their ability to pay 
seriously affected by industrial unemployment 
and decreased assessable property value. Some 
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industrial centers relying primarily on one in- 
dustry, find the value of industrial payrolls in 
1933 only one-quarter of the 1929 level. In 
Fall River, Massachusetts, the textile properties 
paid 55 per cent of the taxes in 1920 and 15 per 
cent in 1932. The decrease of employment made 
taxpaying very difficult, where not impossible, 
for both home owner and manufacturer. 


Increased assessments 


Sudden increases in assessed valuations of 
property have often been followed by a com- 
parable decrease in either assessed or actual 
valuations. This is particularly true where 
valuations have been raised to keep the tax 
rate low or to permit continued borrowing. 
Here again Fall River offers an excellent ex- 
ample. Between 1926 and 1931 the assessed 
valuation of textile real estate decreased 62.77 
per cent and textile machinery 76.63 per cent. 
These reductions alone were 28.8 per cent of 
the 1926 valuation for the entire city. Detroit 
had a valuation of $3,160,000,000 in 1926, $3.- 
775,000,000 in 1931; today the total is $2,310,- 
000,000. In Florida, assessments were often 
made on grossly inflated values. The collapse 
of prices and valuations disclosed the relation 
of the burden to the real ability to pay. In gen- 
eral, decreased assessments point to (1) previ- 
ously inflated values, (2) a real decline in 
values, and (3) a feeling that tax burdens must 
come down. 

The quality of municipal administration has 
sometimes led to default. The city councils and 
local officials have failed to perceive that the 
causes outlined herein could lead only to 
trouble. Frequently warnings have been de- 
liberately ignored. In their failure to foresee 
impending disaster, the public officials have 
been no different from bankers, brokers, utility 
operators, and other business people. The full- 
time salaried municipal officials of the present 
day cannot be charged with the entire respon- 
sibility for default. Most of them are capable 
and conscientiously doing their work. They 
feel more than anyone else the stigma of de- 
fault and want to avoid it by any reasonable 
means. 
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IN QUEBEC 


A municipal commission supervises municipal bond issues 


and protects cities and creditors in case of default. 


By J. A. TOWNER, C. A. 


Chief Auditor, Quebec Municipal Commission 


ways. Its history, its population, and its 
laws are interesting. Their quaintness 
resides in the fact that they are different! 

For instance, municipalities in Quebec have 
no jurisdiction in educational mat- 
ters. Education comes under the 
Department of Public Instruction 
and under either the Catholic 
Committee or the Protestant Com- 
mittee of Public Instruction. Thus 
in any city, we have a municipal 
council and two school boards,— 
one Catholic, and one Protestant. 
Each of these bodies administers 
the law and regulations in its own 
field, and each has also the power 
to make expenditures and to f- 
nance them by a levy of taxes on 
the assessable immovables  situ- 
ated within the limits of the municipality. 

As each municipal and school corporation is 
quite independent of the other bodies exist- 
ing within the same territory, there is need for 
government control of them. This power is 
vested in the government of the Province which 
exercises it through the Department of Mu- 
nicipal Affairs for municipal purposes and the 
Department of Public Instruction for educa- 
tional matters. 

The Department of Municipal Affairs was 
created by the Quebec Legislature, in 1918, to 
oversee the local administrations and to put into 
operation the laws respecting the municipal sys- 
tem. This Department consists of a Minister, a 
Deputy-Minister, and a competent staff of law- 
clerks, inspectors, and clerks. The control ex- 


T HE Province of Quebec is unique in many 
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ercised by the Department, however, is more 
from a legal point of view than from any other. 

To meet the new conditions which arose from 
the world-wide financial crisis the Legislature 
created the Quebec Municipal Commission—an 
independent and _ non-political 
body with very wide powers in 
financial matters over all munici- 
pal and school corporations of the 
Province. The Commission con- 
sists of two members, who were 
appointed for ten years by the 
Lieutenant Governor in Council. 
Its secretary is also appointed by 
the Lieutenant Governor in 
Council and holds office during 
pleasure. 

Under this law, no municipal 
or school corporation may contract 
a loan whether funded or tem- 
porary, without the approval of the Quebec 
Municipal Commission. Furthermore, no 
promissory note which may be given by a 
municipality in settlement of a debt exceeding 
one hundred dollars shall bind the corporation 
unless it has been approved by the Commission. 

The formalities that must be fulfilled in order 
to obtain the necessary authorization for a loan 
are somewhat different for cities than for edu- 
cational boards. A municipal corporation 
makes an application by mere resolution: 

(a) After the loan by-law has been approved 
by the electors who are property-owners when 
that formality is necessary—as in the case of 
most long term bonds; or 

(b) After the adoption of the procedure re- 
quired to enact the loan in other cases—such 
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as, for example, in the case of a temporary loan. 

When a corporation governed by the Quebec 
Municipal Commission Act, other than a mu- 
nicipal corporation, is concerned, the approval 
is obtained by application made by a resolution 
of the corporation and submitted to the Com- 
mission after the adoption of the proceedings 
enacting the loan. In the case of a corporation 
of parish or mission trustees, the application for 
approval cannot be submitted to the Commis- 
sion unless the bishop of the diocese has pre- 
viously given his authorization thereto. 


Sources of information 

The Commission must be supplied with a 
copy of a recent financial statement, duly cer- 
tified to by a competent auditor. No person 
may act as auditor of the accounts of a munici- 
pal or school corporation, unless: (a) he has 
first obtained authorization in writing from 
the Commission, or (b) he is a member of a 
corporation or institution of accountants reg- 
ularly constituted by statute. Any person 
acting as auditor of a municipal or school cor- 
poration, must forward a copy of his report to 
the Commission without delay. Thus the Com- 
mission is well informed as to the financial 
conditions of each municipality. 

In determining the expediency of a loan 
which a municipality proposes to make, the 
Commission is governed by no set rules. Dur- 
ing the present financial depression which 
imposed the moral obligation upon every mu- 
nicipal corporation to provide for its unem- 
ployed, the safety zone was sometimes 
encroached upon, but what else could be done? 
Since 1930, loans have been limited to the 
urgent needs of municipalities. 


Ability to pay 

Naturally, when the Municipal Commission 
can ascertain, with a reasonable degree of cer- 
tainty, that the municipality would not be in a 
position to meet the payment of the interest 
and principal of the proposed loan, the author- 
ization is not granted. Such a decision is based 
upon the present and probable future ability 
of property-owners to pay. This is estimated 
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from the collection of taxes for the past five 
years, taking into consideration the character 
of the gradual trend; from the wages paid 
to the population, as shown on the different 
pay rolls; from the probability of the continu- 
ance of those wages—based upon the general 
and local conditions; from savings deposits; 
from the overlapping debts and the yearly 
charges; from the tax rates at large of the other 
public bodies within the same territory; and 
from percentage of the total debt of all the cor- 
porations to the total assessable valuation. The 
law requires a larger percentage of voters’ con- 
sent as the percentage of the total debt to the 
valuation increases. 

If we remember that the Commission keeps 
an absolute control on new loans of all kinds it 
may well be said that the above mentioned in- 
formation will enable the Commission to jus- 
tify its position in any case should the occasion 
arise. 


If cities get into the red 


In the cases where the Commission refuses 
to give its consent to a proposed loan, it may 
force the municipality to go into default. Any 
municipality which does not meet the payment 
of the interest or the principal—or both—of a 
loan contracted by it, may be declared to be in 
default, according to certain provisions, upon 
a demand made to the Commission: 

(a) By the municipality itself; or, 

(b) By the creditors of the municipality who 
hold claims against it, representing at least 
twenty-five per cent of the total debt of the 
municipality. 

The Commission may then petition the Su- 
perior Court of the district within whose juris- 
diction the municipality concerned lies, for an 
investigation. Public notices are given of this 
petition. After judgment the administration 
of the municipality is entrusted to the Quebec 
Municipal Commission which carries on the 
affairs of the corporation in conjunction with 
the local authorities. 

As long as the municipality is in default, its 
creditors cannot take action against it without 
the permission of the Commission. As a rule 
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this permission is never given but persuasion 
preferably is used. In cases where a person 
wishes to establish his claim against a defaulted 
municipality, however, permission is always 
given by the Commission, but on the condition 
that should the claim be recognized by the 
Court, the creditor will rank with the ordinary 
claims of his class. 


Means of control 


This control over the defaulted municipali- 
ties is exercised through the following channels: 

(a) All municipal work is done under the 
control and direction of the Commission. No 
contract for work may be given without the 
previous approval of the Commission; 

(b) All monies collected for the municipality 
are deposited in a bank, in the name of the 
Commission in trust for such municipality. 
They may be drawn out only by cheque signed 
by the authorized municipal officers and also by 
a person authorized by the Commission; 

(c) The Commission fixes each year the rate 
and amount of the taxes, permits, or licenses to 
be imposed in the municipality. It also fixes the 
price to be paid for municipal services, taking 
into account acquired rights; 

(d) The Commission may be substituted as 
of right for the municipality whenever the lat- 
ter refuses or neglects, within thirty days of the 
notice given to it by the Commission, to do any 
act which the latter order it to perform; 


Review of budgets 


(ec) No valuation roll, made and prepared 
by the municipality, has any effect until ap- 
proved by the Commission; 

(f) The budgets of the municipalities are 
submitted to the Commission which may ap- 
prove them, with or without amendment. 
Until they are approved, they are without effect; 

(g) No officer or employee of the munici- 
pality may be appointed or dismissed without 
the approval of the Commission, which shall 
alone have the right to fix the salary and the 
term of engagement; 


(h) No real estate may be acquired by the 
municipality, either by mutual agreement or 
by expropriation, without the authorization of 
the Commission and unless the latter be a party 
to the deed; 

(i) No real estate may be sold by the munici- 
pality without the Commission participating in 
the deed; 

(j;) The Commission may intervene in any 
suit begun or instituted against the municipality 
and adopt such conclusions therein as it may 
deem necessary; 

(k) No decision of the council of the mu- 
nicipality, whether by resolution, by-law, or 
otherwise, may be put into effect until the Com- 
mission has given its approval to the minutes 
of the sitting of the council at which such de- 
cision was made. 


Agreements with creditors 


When a municipality is declared in default, 
the Commission may also order the manner of 
employment of the monies not appropriated 
for specified purposes; ratify and confirm any 
arrangement or agreement entered into by the 
municipality and creditors who hold claims 
representing at least sixty per cent (60°) of its 
total debt and it may relieve such municipality 
from collecting for one or more years the tax 
provided for by any by-law authorizing a loan 
or creating a debt. 

When the Commission thinks that there is 
no further reason to consider a municipality in 
default, it shall render a decision to that effect 
and give a notice thereof to-the municipality. 

We have had, so far, in Quebec, eighty-two 
(82) defaulting municipalities, of which a few 
have already been settled definitely and been 
given back their autonomy. 

The moral effect alone of the control and 
supervision by the Commission over loans and 
public expenditures has saved millions of dol- 
lars to the public for the simple reason that all 
loans, whether large or small, must now be 
examined and approved by a body of honest, 
independent, and disinterested experts. 
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PURSE STRINGS 


An explanation of the table on the opposite page showing the ways in which 


the various states regulate the bond issues of their political subdivisions. 


issues to some extent in each of the states 

except Delaware and Maryland. These 
methods of regulation or supervision may be 
divided into seven principal classes. 

Thirty-one state constitutions restrict the 
amount of the bonds which a local government 
may issue—usually to a specified percentage of 
its assessed valuation. These debt limits vary 
from three-tenths of one per cent for the smaller 
Colorado counties to eighteen per cent in Vir- 
ginia. A number of other states have imposed 
similar restrictions by statute. 

The shortcomings of arbitrary debt limits 
have become a matter of common knowledge. 
In some states they are only applied to some 
local units; in others they are graduated accord- 
ing to the size or kind of municipal corpora- 
tion. But what may be a conservative limit for 
one municipality would be an extravagant one 
for another. Very few legislatures have pro- 
vided an inclusive maximum within which the 
debts of all governments in an area must fall. 
As a result, evasion has been so easy that debt 
restrictions have raised but slight barriers to 
improvident municipalities. 

A second type of /egislative regulation (see 
column 2) is to be found in the statutes dealing 
with the purposes for which bonds may be 
issued, the procedure which must be followed, 
the terms under which they may be sold, re- 
deemed, or refunded, and the method by which 
the rights of bondholders or taxpayers are to be 
enforced. These “bond codes,” of course, are 
designed to promote the regularity and legality 
of bond issues, rather than to prevent excessive 
or undesirable ones. 

As is shown by Columns 3, 4, and 5 of the 
table, a number of states have provided for 
some form of administrative control of local 
debts. Usually this merely provides that bond 


C= officials regulate municipal bond 


issues must be reported to some state official. 

A few legislatures have gone farther and 
have required that bond issues be approved by 
a state officer, either with respect to their reg- 
ularity (see column 4), or, in a few states, with 
respect to their expediency (see column 5). 
This latter practice approaches that which pre- 
vails in several of the Canadian provinces, as 
described in the article entitled “In Quebec,” 
on pages 163 to 165 of this magazine. 

The American states which have, perhaps, 
gone the farthest in this regard are Connecticut 
and North Carolina, where state commissions 
must approve the expediency and terms of all 
proposed municipal bonds. A decision of the 
North Carolina Local Government Commis- 
sion, however, may be over-ridden by a refer- 
endum of the voters in the city concerned. 
State officials in Texas and Indiana also have 
the power to determine the desirability of bond 
issues if a specified number of voters in the 
locality appeal to them. 

Most of the states have felt that their obliga- 
tions were completed when local bonds have 
once been issued. A few, however, have under- 
taken to supervise sinking funds set up to in- 
sure debt payment at maturity (see column 6). 
In West Virginia the state itself administers the 
sinking fund, but the other states merely super- 
vise their administration. 

State assistance to cities in securing debt ad- 
justments is a comparatively recent develop- 
ment (see column 7). Some of the states 
content themselves with approving or disap- 
proving the plan of adjustment which may be 
agreed upon, but in a few states the state agency 
may act as a receiver, or appoint others to act 
for it, and in Oregon, Pennsylvania, and South 
Carolina the state authorities are directed to 
assist and cooperate with municipal officers in 
their negotiations with creditors. 
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Some states provide administrative supervision as a supplement to, 


or a substitute for, detailed statutory regulation. 
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DEFAULTS 


A comment on the distressing situation revealed 


by the table on the opposite page. 


orE than two thousand cities and tax- 
M ing districts are in default on their 
bonds. These figures, which are gen- 
erally considered to be as reliable as any which 
can be secured on this subject, have been fur- 
nished by the Bond Buyer which for many 
years has been systematically collecting infor- 
mation in this field. But even these data are 
only estimates. No one can tell just how many 
subdivisions of the states have failed to meet all 
the payments on their bonded debt when they 
became due. 

The figures showing the number of coun- 
ties, cities, and towns which have defaulted 
are probably reasonably complete, but even 
they do not include defaults on sinking fund 
payments, in such states as West Virginia, 
where the law requires that the payments be 
made to a state agency. 


Special assessments 


On the other hand, special assessment dis- 
tricts are so numerous and their bond issues are 
frequently so small that the difficulty of obtain- 
ing a complete record of them is almost insur- 
mountable. In many instances the bonds are 
held by only one or two purchasers, and a de- 
fault may not be reported. 

It will be observed that in seven states all the 
localities have been able to meet all of their 
long term obligations to the public when due: 


Vermont 
Nest Virginia 


Massachusetts 
New Hampshire 
Rhode Island 


Delaware 
Maryland 


In five others there are three or less districts in 
default: 
New York 


Virginia 


Connecticut Nevada 


Maine 


At the other end of the list there are seven states 
which have reported more than 100 political 


subdivisions unable to meet their bond pay- 


ments: 
California Louisiana Ohio 
Florida New Jersey Texas 


North Carolina 


Only one state—Arkansas—has been unable to 
pay the interest and principal on its funded 
debt when due. 


How much 


Since the figures in this table show the num- 
ber of districts which are in default, they tell 
nothing of the amounts which are involved. 
These vary from district to district. In some 
districts several bond issues may be in default, 
while in other districts only one. In some cases 
the default has been caused by the failure to pay 
interest, in others the principal is overdue. 

It would be impossible to tell with any degree 
of exactness the total amount due to creditors 
which the cities or districts have been unable to 
pay. The most reliable figure is probably the 
one given by Mr. Carl Chatters, the executive 
director of the Municipal Finance Officers As- 
sociation, who estimated that the total bonded 
debt of states and their political subdivisions 
was $18,500,000,000 on December 31, 1932. Of 
this amount he estimated that only a small 
portion—about $1,200,000,000—of principal and 
interest was in default. 

It may also be remarked that this table prob- 
ably pictures the default situation at its peak. 
Commencing with the collapse of municipal 
credit in Florida following the bursting of the 
real estate boom, defaults in other states reached 
serious proportions with the epidemic of bank 
failures which came later and culminated 
finally in the national banking holiday. In 
recent months, defaults are undoubtedly being 
cured more rapidly than new ones develop. 














Alabama 
Arizona 
"Arkansas 
California 
Colorado 
Connecticut 
Delaware 
Florida 
Georgia 
Idaho 

Illinois 
Indiana 

lowa 

Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 

New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 

Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 

Total 


* Data are 


IN THE RED 


Two thousand units of local government have failed to pay 
the interest or principal on their funded debts.* 


(See explanation on the opposite page.) 
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DELINQUENT TAXPAYERS 


Municipal short term borrowing may be avoided by tightening the machinery of tax 


collection and by adjusting collection dates to coincide with fiscal years. 


By PAUL STUDENSKI, 


Associate Professor of Economics, New York University 


eral property tax may be considered under 

two heads: (1) the problem of the adjust- 
ment of the dates of tax collection to the time 
of the expenditure of the tax money, which is, 
in the final analysis, the problem of the elimina- 
tion of tax anticipation borrowing, and (2) the 
problem of the collection of delinquent taxes 
and prevention of delinquencies in the payment 
of taxes in the future. 

In most of the municipalities of this country 
taxes are payable either annually, in the fall, or 
semi-annually in the spring and fall, respec- 
tively. The laws requiring annual payments in 
the fall date from the time when the country 
was predominantly agricultural and when it 
suited the farmers to pay their taxes during that 
part of the year since they were then generally 
in the possession of substantial funds following 
the sale of their crops. Semi-annual payments 
were introduced later, partly to accommodate 
the urban taxpayers who earned their incomes 
monthly or weekly and found it difficult to pay 
taxes in a lump sum, and partly to provide 
municipalities with a part of their tax revenues 
earlier in the year. 


Ts problem of the collection of the gen- 


10 months behind 

The fiscal year in most municipalities begins 
either on January 1 or on July 1, three to ten 
months before the time of the collection of 
taxes. In order to finance the current expendi- 
tures during the interval, most municipalities 
are compelled to borrow annually or semi- 
annually, in anticipation of the collection of 
taxes. They must live from three to ten months 
each year on borrowed funds. 

This system of tax anticipation borrowing 


has two substantial disadvantages: (1) it in- 
creases the costs of government to the taxpayers 
through the additional expense for interest 
which it makes necessary; and, (2) what is far 
more serious—it places the municipality in a 
condition of dangerous dependence for its cur- 
rent funds on the loan market. 


When lenders refuse 

This second disadvantage has borne its evil 
fruits in abundance during the present business 
depression, when the loan market suddenly 
collapsed leaving the municipalities without 
means with which to finance their current re- 
quirements. Saddled as they were with tax an- 
ticipation debts contracted previously and now 
maturing for payment, they found themselves 
confronted with a difficult dilemma: if they 
were to pay these debts from the proceeds of 
their current tax collections, they would have 
no money left with which to pay current ex- 
penses; if they were to use the taxes to pay the 
current expenses, they would have no money 
left for the payment of these debts. Frequently, 
they obtained a temporary extension of the 
date of payment of the loans, thus enabling 
them to postpone action for a few months. In 
the end, however, they were forced to act. 
Some preferred to default, even though they 
permanently impaired their credit thereby. 
Others failed to pay their employees, or else 
discharged them in a wholesale manner while 
cutting down operations. Still others found it 
necessary to use all of these expedients. 

This unfortunate experience clearly demon- 
strates that it is desirable for the municipalities 
in the future to avoid borrowing in anticipation 
of taxes. Now that many of them have been 
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compelled to get along without such borrow- 
ing because of the refusal of lenders to advance 
them money, the time is propitious for a deter- 
mined endeavor to eliminate this unsound fiscal 
practice for all times. Adjustments in the finan- 
cial system that would enable the cities to get 
along without this borrowing can be made and 
the temptation to resort to it again when lend- 
ers are once more willing to lend, can be resisted. 
The need for tax anticipation borrowing may 
be eliminated permanently, by 
advancing the dates of tax collec- 
tion nearer the beginning and the 
middle of the fiscal year. In most 
cases this may be accomplished by 
gradually moving the dates of tax 
collection forward a month or two 
at a time. A beginning in this 
direction has been made in New 
York City, where the collection 
dates have been moved forward, 
in 1934, one month from May 1 
and November 1, to April 1 and 
October 1, respectively. It is in- 
tended two years later to advance 
the dates another month and to make two more 
such shifts at intervals of two years, after that, 
so that finally by the end of six years the dates 
of tax collection would coincide with the be- 
ginning and middle of the fiscal year respec- 
tively. At that time the need for anticipation 
borrowing would disappear completely. 


Readjustments 


If the dates of tax collection are advanced it 
will generally be necessary also to advance the 
times of the assessment of taxes, of the revision 
of assessments, of the adoption of the budget, 
and of mailing of tax bills. This should not in- 
volve insuperable difficulties. If the assessment 
process cannot be completed in time to make 
possible the billing of the taxes to the taxpayers 
by January 1 for the exact amount of the taxes 
due, they should be billed then for the amount 
paid by them during the preceding half a year. 
The bill for the second instalment may then be 
fixed at the amount necessary to make the taxes 








Paul Studenski 


for the entire year exactly equal the assessment, 
which by that time is definitely fixed. 

The elimination of tax anticipation borrow- 
ing might be materially helped also by the 
adoption of quarterly collections of taxes and, 
in some cities, even monthly collections. The 
monthly payments might be made optional. If 
the office of the city collector is not equipped 
to handle such monthly payments, arrange- 
ments may be made with the local financial in- 
stitutions to act as the city’s collec- 
tion agents. Discounts should be 
offered for advance payments of 
the tax. This system of discounts 
has demonstrated its usefulness in 
the recent depression. If interest 
is to be paid for anticipation of the 
tax payments it is better that it be 
paid to taxpayers than to bankers. 

In some cases the synchroniza- 
tion of tax collections and expend- 
itures of tax moneys may be 
accomplished by changing the 
date of the fiscal year to corre- 
spond with the date of tax collec- 
tion. It may be necessary during the period dur- 
ing which the shift is made, to finance expendi- 
tures by means of a special loan running for a 
term of five years or more, or by means of 
special taxation. It should not be difficult to 
work out the technical details of the plan of 
achieving the synchronization, once the im- 
portance of doing it has been realized. 





Even in good times 


Turning now to the problem of tax delin- 
quency it is pertinent to observe, in the first 
place, that a certain amount of tax delinquency 
is ever present in any municipality even during 
the best of times. There are always property 
owners who are either negligent in their pay- 
ments, or who are temporarily embarrassed and 
unable to make payments on time. A certain 
amount of delinquency in the collection of 
taxes occurs even in the best administered tax 
collection departments, but the problem of tax 
delinquency did not become a serious one until 
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the present depression even in the worst admin- 
istered tax collection departments. It did be- 
come exceedingly serious in 1932 and 1933, 
however, when tax delinquency doubled and 
even trebled in most municipalities, and tax 
collections dropped, in most places to 75 or 80 
per cent of their normal amount. 


Vacant lots 


The decline in tax collections has been pro- 
nounced in the case of unimproved properties, 
generally vacant land, which produce neither 
income nor services to their owners, and which 
were bought during the boom period, at highly 
inflated prices, for speculative purposes. Their 
values have declined so markedly during the 
depression that new outlays for taxes seem 
hardly worth while for their owners. Property 
owners frequently abandon these properties to 
the cities, but since there is hardly any market 
for vacant lots today, the latter are unable to 
dispose of them. Moreover, not infrequently 
the vacant lots offered in tax sales, are not 
worth the taxes accumulated upon them. It 
is by no means clear that the cities will ever be 
able to collect the tax arrears on many parcels 
of unimproved properties. Nor is it clear what 
use they would be able to make of these proper- 
ties when they become the owners of them. 
This problem will have to be dealt with espe- 
cially as it affects the relatively undeveloped 
suburban communities which have a very large 
amount of tax arrears on vacant lots. 


Homes and hotels 


In the cities and larger suburbs, on the other 
hand, the greater part of the tax delinquency is 
comprised of delinquencies on improved proper- 
ties. For example in Yonkers, New York, 70 
per cent of the outstanding delinquency is of this 
nature, and only 30 per cent is on unimproved 
properties. In a strictly residential suburb with 
a large home-owning population, the bulk of 
the delinquency is due upon private homes. In 
more urban communities, the larger propor- 
tion is due on apartment houses and business 
and industrial structures. In Yonkers 58 per 
cent of all the delinquency on improved prop- 


erty was due from such income-producing 
properties and only 42 per cent was due from 
private homes. 

Particularly prominent as delinquents, among 
income-producing properties, are hotels and 
high class apartment houses. Too many of 
these had been built during the period of pros- 
perity, at great expense, and they now stand 
half occupied and are quite generally unable to 
meet their carrying charges. It is interesting to 
note that a survey of the financial operations of 
a group of 15 large New York hotels having 
more than 500 rooms revealed the following 
conditions for the year 1933: only five hotels 
earned all their expenses and a net profit, five 
earned operating expenses and taxes, but not 
interest on the mortgages, three earned operat- 
ing expenses, but none of the other charges, 
and two failed to earn even their operating ex- 
penses. In the case of several of these hotels the 
delinquencies amounted to several hundred 
thousand dollars. The next largest amount of 
tax delinquency in some industrial communi- 
ties is due from lofts. The delinquency due on 
office buildings is relatively moderate. 


Recent gains 


Recent surveys show that in most of the 
municipalities a very considerable improvement 
in tax collections has taken place in the latter 
part of the year 1933 and the first half of 1934. 
This gives support to the belief that more than 
90 per cent of the delinquencies due from im- 
proved properties will eventually be collected. 
A survey of the delinquencies and tax sales 
in the metropolitan region of New York shows 
very definitely that the instances in which de- 
linquencies due on improved properties are 
not paid within the prescribed time are very 
rare. Properties of this nature seldom go to 
tax sales. Owners of homes manage to pay 
their delinquent taxes with the aid of loans 
obtained from the Home Owners’ Loan Cor- 
poration. Delinquencies upon income pro 
ducing properties are paid either by their 
owners, by mortgagees who take the properties 
over, or by other parties having a financial 
interest in them. The number of improved 
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properties that fall into the hands of tax lien 
sharks is insignificant even during a severe de- 
pression. 

. The experience of many municipalities 
clearly shows that considerable improvement 
in tax collections may be achieved by such 
devices as a better follow up of the delinquen- 
cies, the imposition of stiffer penalties for de- 
linquency, a better enforcement of these pen- 


alties, and an improvement in the procedure 
of tax sales. Some municipalities have en- 
couraged taxpayers to liquidate their arrears 
by offering to lift the accumulated penalties 
provided the arrears are paid before a certain 
date. This particular expedient, however, is 
dangerous. It should be possible to improve 
the liquidations of tax delinquencies without 
resorting to this device. 





PAY DAYS 








Dates of tax collection in certain municipalities in relation to the beginning of 


the fiscal year, illustrating the situation described in the preceding article. 


City 


Atlantic City* 
Baltimore 
Boston 
Buffalo 
Cleveland 


Detroit 


Kansas City, Mo. 


Los Angeles 


Milwaukee County 


New York 
Philadelphia 


Pittsburgh 


Richmond 


St. Louis 


San Francisco 


Seattle 


Fiscal year 
begins on 


January 1 


_~ 


January 
January 1 
July 1 

January 1 


July 1 


May 1 
July 1 
january 1 
january I 
January 1 


January 1 


February 1 


First Monday 


of January 
July 1 


January 1 


Taxes are 
collected 


semi-annually |§ June 1—December 1 Yes 
annually January to July 31 Yes 
annually October 2 No 
semi-annually |§ July 31—December 31 No 
semi-annually |§ January 20—June 20 No 
annually August 15 
semi-annually § July 30—December 30 No 
annually September 30 Yes 
semi-annually December 5—April 20 No 
annually February 1 Yes 
semi-annually April 30—October 31 Yes 
annually July 1 | Yes 
quarterly January 1, April 1, | 

July 1, October 1 Yes 
semi-annually |§ June 30—December 31 No 
semi-annually May 31—October 31 No 
semi-annually December 5—April2z0 | Yes 
semi-annually May 31—November 30 | Yes 


Taxes become due 


*Atlantic City taxes due April 1, but penalty does not start until June 2 and December 2. 


Discount given 
if -_ before 


ate due 
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CONCORD COMPACT 


Representatives of seven Northeastern states agree to establish a minimum wage 
for women and children and to set up machinery 
to coordinate their labor regulations. 


HE Interstate Labor Compact has been 

characterized by Secretary of Labor 

Frances Perkins as “one of the most im- 
portant progressive steps taken in the labor 
field in the last decade.” This document, which 
was signed on May 29 by representatives of 
seven Northeastern states, seeks to provide 
machinery by which these, or other, states may 
cooperate to secure uniform standards of labor 
legislation. As an objective it specifies that 
“no employer shall pay a woman or a minor 
under 21 years of age an unfair or oppressive 
wage.” Each state which ratifies the compact 
agrees to enact legislation to establish and main- 
tain minimum standards in conformity with 
this principle. 


Why a compact? 


The necessity for joint state action on mat- 
ters of labor legislation was well brought out 
in an address by Mr. 


goods long distances from manufacturing centers. 

“As labor legislation began to restrict free 
operation, industry naturally sought out those 
states where it was least hampered and devel- 
oped therein. This movement reached a climax 
shortly after the World War in legislation that 
purported to be humane but certainly was not 
wise under the circumstances. Not only did the 
states cease to develop industries but began to 
lose them more and more rapidly. 


Mobile industries 


“It seems to me that any fairminded person 
would admit that laws attempting to prevent 
‘abuses’ in industrial employment are unsatis- 
factory when they eliminate the industry itself, 
and many of our laws have done just that.” 

Appreciation of the painstaking work which 
led to the drafting of the Concord Compact 
was expressed in informative addresses made by 

Governor John G. 





Robert Amory, one 
of the Massachusetts 
signers of the com- 
pact: 

“The theory of hav- 
ing each state handle 


Minimum Wage 
Sixteen state legislatures have enacted 
minimum wage laws for women and children, 
seven of which are substantially uniform. 
These seven states are indicated by an aster- 


Winant of New 
Hampshire, by 
Charles E. Wyzanski, 
Jr., Solicitor, United 
States Department of 
Labor, and by Henry 


its own labor legisla- isk in the following lise. W. Toll, Executive 

tion may have worked California Minnesota *Ohio Director, American 

satisfactorily when Colorado *New Hamp- Oregon Legislators’ Associa- 

labor legislation was *Connecticut shire South Dakota tion. 

very loose and hardly *Illinois “New Jersey Utah This document is 

restricted industry at “Diese “New York Washington unique in a number of 
. chusetts North Dakota Wisconsin 


all. Furthermore, in 
the early days of labor 
legislation, communi- 
cation was not as efh- 
cient as today and it 
was most expensive 
and difficult to move 





The Interstate Labor Compact, recently 
signed by representatives of seven North- 
eastern states, seeks to provide a means by 
which states may protect their workers with- 
out driving industries to other states. 


respects. It is the first 
interstate compact to 
be applied to the labor 
field. It is not limited 
to the states signing it, 
but may be extended 
to any of the other 
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WITH PEN IN HAND 


J.M.Tone C.E.Wyzanski,Jr. Henry Parkman, Jr. 
Charlotte E. Carr Frieda S. Miller 


commonwealths which care to ratify it. It re- 
quires each ratifying state to establish a con- 
tinuing commission to deal with similar bodies 
in the other ratifying states on questions which 
may arise under the compact. 

It provides for a permanent interstate com- 
mission on labor compacts to which the state 
commissions shall report and to which the 
federal government shall be requested to ap- 
point a representative. It does not abrogate or 
repeal any of the laws already in effect which 
“establish standards equivalent to, or above, 
those specified” in the agreement. Indeed, the 
mandatory fair wage laws which are in effect 
in five of the signatory states were declared to 
meet the minimum standard set by the compact. 


Three parts 

The compact has three titles, “Policy and 
Intent,” “General Provisions,” and “Minimum 
Wage.” Under the first, it is stated that “en- 
forcement among the industrial states of rea- 
sonably uniform standards for labor in industry, 
determined in accordance with general welfare, 
would not only benefit labor but would be of 


Gov. John G. Winant R.P.Bingham 6G. E. Bigge 
Ethel M. Johnson 


real advantage to employers, removing pressure 
toward low wages, long hours of work, exploi- 
tation of women and minors, and similar action 
admitted to be injurious to all concerned.” 

“General Provisions” include one to the ef- 
fect that every state that is a party to the agree- 
ment shall maintain a continuing, unpaid com- 
mission representing industry, labor, and the 
public, to deal with other ratifying states con- 
cerning questions arising under the compact 
and its operation. 


For future progress 


The chairman of each state commission is 
the delegate from his state on an interstate 
commission, to which matters of common in- 
terest may be referred. This body is given 
power to investigate and report its findings and 
recommendations on problems presented to it, 
and to negotiate and prepare modifications of 
the Interstate Compact for consideration by the 
signatory states. 

The appropriate administrative agencies in 
the states which ratify the compact are charged 
with the duty of enforcing laws which may be 
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passed to make the compact effective in them. 

A procedure is also provided by which a state 
may withdraw from the compact. After a state 
has expressed its formal desire to withdraw, the 
interstate commission is required to investigate 
the matter and formulate its recommendations 
within six months. If the state still desires to 
withdraw, it may do so, but action must be de- 
ferred for two years after the finding by the 
interstate commission. 


Investigations 


In addition to general prohibitions of unfair 
and oppressive wages for women and children, 
the minimum wage section authorizes the state 
administrative agencies to investigate the wages 
paid women and minors, to appoint wage 
boards, and to administer and enforce the min- 
imum wage laws, first through publishing the 
names of violators, and afterward, if publica- 
tion proves ineffective, by taking legal action 
against them. 

This compact, of course, cannot go into 
effect until it has been ratified by at least two 
states, and until Congress has given its consent 
to it. On June 30 the Massachusetts General 
Court ratified the compact and it will undoubt- 
edly be presented to the legislative bodies in 
the other states at their next regular sessions. 


In Massachusetts 


Three of the states whose commissions signed 
the compact already had enacted mandatory 
minimum wage laws—Connecticut, New 
Hampshire, and New York. A fourth state— 
Massachusetts—has since passed such a statute 
providing for a mandatory minimum wage law 
in place of the voluntary act passed in 1912. 
This voluntary act, incidentally, was the first 
minimum wage law in the United States. 

Massachusetts has also continued and ex- 
tended the authority of its Commission on 
Interstate Compacts affecting Labor and In- 
dustries, which, under the chairmanship of 
Senator Henry Parkman, Jr., vice president of 
the American Legislators’ Association, has 
taken such a leading roll in the consummation 
of the Interstate Labor Compact. 
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In his address to the Conference Mr. Toll ex- 
pressed the opinion that the Council of State 
Governments would be disposed to assist the 
Interstate Commission on Labor Legislation, 
and expressed his personal willingness to recom- 
mend that the Council supply the Commission 
with a regional office and the requisite staff. 
The organization of the Council of State Gov- 
ernments will be announced next autumn, and 
it will be in active operation by the beginning 
of 1935. 


Signers 


The compact was signed by the following 
commissioners and delegates. 
New York: 

Frieda S. Miller for 


Elmer F. Andrews, In 
dustrial Commissioner 


Connecticut: 
Joseph M. Tone 


Helen Wood 


Maine: 

Charles O. Beals 

Clarence R. Burgess 

Benjamin F. Cleaves } 

Pennsylvania: 

Massachusetts: Charlotte E. Carr 
Henry Parkman, Jr. 
Robert J. Watt 
Robert Amory 
Edwin S. Smith 


James W. Clark Rhode Island: 





John A. Jones 


Henry Cabot Lodge, Jr. 


New Hampshire: 
Robert P. Bingham 
Ethel M. Johnson 
Laurence B. Holt 


George E. Bigge 

L. Metcalfe Walling 
Louise Q. Blodgett 
Edward F. Dwyer 
Thomas F. McMahon 
Mary A. McNally 
Thomas P. McHugh 


John L. Barry 
Albert S. Baker 
George A. Dorr 
Francis P. Murphy 


Two More in Congress 
\ INcE our list of ex-state legislators now in 
S Congress was published in the June issue 
of State GovERNMENT, we have been in- 
formed that Hon. Knute Hill of Washington 
and Hon. George W. Blanchard of Wisconsin 
—who were not included in the list Up the 
Ladder—have also served apprenticeships in 
their respective state legislatures, and that Sena- 
tor Clarence C. Dill of Washington, mentioned 
as a graduate of a state capitol, has never been 
a state legislator. 
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ON THE ROAD 


The Western Motor Vehicle Conference leads the way toward 


uniform bus and truck regulations. 


By J. F. SHAUGHNESSY 


Chairman, Western Motor Vehicle Conference 


Chairman, Nevada Public Service Commtssion 


yHE Western Bus and Truck Conference— 
held in Salt Lake City, June 27 to 30— 
made a significant advance in the cause 
of uniform motor vehicle regulation. Through 
the adoption of a set of resolutions, which are 
to be offered for ratification to the 
various state legislatures, the Con- 
ference took an initial step in the 
unification of our forty-nine 
motor vehicle codes. These reso- 
lutions can now serve as a model 
for other sections of the country 
desiring to solve their motor vehi- 
cle problems by similar interstate 
cooperation. 


Initial session 


Nearly one hundred delegates 





service and expeditious highway transport; and 
finally, to promote a closer personal contact be- 
tween legislators and motor vehicle administra- 
tors. Accordingly committees were appointed 
on taxation, reciprocity, regulation and uniform 
code, registration and licensing, 
weights, dimensions and speed, 
permanent organization, and reso- 
lutions. 

The delegates from the eleven 
western states established an ex- 
ecutive committee on permanent 
organization composed of three 
delegates for each state—one state 
senator, one member of the house, 
and one administrative officer. 
This committee selected the fol- 
lowing officers: Chairman, E. K. 





—including representatives from 
Hawaii and British Columbia— 
attended the opening session of the Conference 
at which Governor Henry Blood of Utah was 
the principal speaker. The proceedings of this 
session were broadcast over one of the leading 
stations in Salt Lake City. Senator Henry W. 
Toll, executive director of the American Legis- 
lators’ Association, presided as temporary chair- 
man of the Conference until Honorable John F. 
Shaughnessy, chairman of the Nevada public 
service commission, was elected chairman. 
D. B. Stringham of Salt Lake City was elected 
secretary. 

The purposes of this conference were: To 
promote uniform laws and regulations covering 
registration, drivers’ licenses, equipment, taxa- 
tion, safety, and reciprocity; to codperate with 
all interested organizations in studies related to 


J. F. Shaughnessy 


Murray, director of the Depart- 
ment of Public Works of the State 
of Washington; vice-chairman, Nellie T. Bush, 
state representative of Arizona; secretary, 
Henry W. Toll, former state senator of Colo- 
rado and executive director of the American 
Legislators’ Association. 


Permanent organization 


The report of this committee recommended 
that it reconvene every six months “to advance 
and perpetuate the work outlined by the con- 
ference and to propose and develop new ob- 
jectives.” It is also provided that the executive 
committee will arrange for annual conventions 
of the Western Bus and Truck Conference and 
determine the manner of selection of delegates. 
The committee’s first meeting will be held at 
Phoenix, Arizona, December 10, 1934. 
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The conference had the expert advice and 
counsel of two representatives of the United 
States Bureau of Public Roads—Dr. L. 1. Hewes, 
regional director with headquarters in San 
Francisco, and H. H. Kelly of Washington, 
D. C. On questions relating to carrying capac- 
ity of highways and bridges, and limitations on 
weight of motor vehicles, these gentlemen 
proved exceedingly helpful to the delegates in 
working out a formula which will prevent over- 
loading and damage by trucks and busses to 
the federal aid highways in the western states. 


Traffic supervision 

The sentiment of the delegates clearly indi- 
cated that the safety and convenience of the pri- 
vate automobile operator is of paramount 
importance, and that every effort must be made 
to reduce the growing number of automobile 
accidents and deaths on the highways. 

The various states were urged to provide for 
better trafic supervision and policing within 
their borders. It was also urged that immediate 
provision be made for the adoption of safety 
legislation by the different states. If this is not 
done, the federal government may be compelled 
to intervene and promulgate regulations which 
would be imposed by officers far removed from 
the western states—a possibility which was vig- 
orously opposed. In this connection, the opin- 
ion was freely discussed among the delegates 
that the Bureau of Public Roads and the various 
western legislatures could adequately meet the 
issues relating to highway construction, trans- 
portation, and safety without the intervention 
of any other specialized federal bureau. The 
various states seem to have the fullest confi- 
dence in the policies pursued by Thomas H. 
McDonald, Director of the Bureau of Public 
Roads. 

The resolutions which were adopted included 
recommendations for: a limit on the weights 
and dimensions of trucks, busses, and trailers; 
uniform regulations and licensing of automo- 
biles; reciprocity as between states; and a uni- 
form flat rate for licenses of private passenger 
Cars as soon as economic conditions in the vari- 
ous states become more nearly equal. It was 


also proposed that the states which collect com- 
pensation for use of the highways by interstate 
commercial vehicles, in the form of a ton- 
mile tax, establish checking stations at the prin- 
cipal points of entry to collect the tax and to 
enforce the law with regard to reports on the 
contents of trucks, on insurance, and on proof 
of payment of state gasoline taxes. 

Opposition was expressed to the diversion of 
motor vehicle registration fees, license fees, 
gasoline tax, or other special taxes on motor 
vehicle owners and operators to any purpose 
other than the construction, improvement, 
maintenance, or support of highways. 

The committee on taxation also proposed that 
the federal government allot $500,000 for the 
construction and operation of an experimental 
and test road project in the western states. The 
resolution urged that the engineering features 
of such project and its operation be delegated 
jointly to the United States Bureau of Public 
Roads, the Western Association of Highway 
Officials, and the Highway Research Board. 

The purpose of the project would be to de- 
termine facts and principles affecting highway 
types, taxation, regulation, and administration. 
The resolution was unanimously adopted. 


A special problem 


At the outset of the afternoon session, Wil- 
liam B. Hornblower, California Assemblyman, 
submitted a statement on behalf of his state 
explaining that the delegation would not partic- 
ipate in the voting on resolutions. He ex- 
plained that California’s problems were much 
different from those in the other western states, 
but he stated that the delegation would present 
the recommendations of the conference to the 
California legislature for consideration, just as 
the other delegations will do in their respective 
states. 

The first resolution, submitted by the com- 
mittee on registration and licensing, was passed 
without comment. It urged that all certificates 
of title, all registration certificates, and all regis- 
tration plates be controlled by a central depart- 
ment in each state; that a state highway patrol 
be created in each state to bring about enforce- 
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E. K. Murray—-wasHINGTON 
Director of Public Works 


ARIZONA Senator Thomas Collins 
Representative Nellie T. Bush 
John Cummard—Corporation 
Commission 


CALIFORNIA Senator William E. Harper 
Russell Bevans—Registrar of Ve- 
hicles 
COLORADO Senator Harvey H. Houston 
Representative Dave Johnston 
Edward E. Wheeler—Chairman, 
Public Utilities Commission 


IDAHO Senator Frank E. Woodward 
Representative William J. Hynes 
E. A. Taylor—Motor Vehicle De- 
partment 


MONTANA Senator W. C. Husband 
Representative Harry Sparling 
Austin B. Middleton—Registrar 
of Motor Vehicles 


WYOMING Senator Edward T. Lazear 





The following executive committee on permanent organization was created 
“to advance and perpetuate the work outlined” by the 


WESTERN MOTOR VEHICLE CONFERENCE 
Officers 


CHAIRMAN VICE-CHAIRMAN SECRETARY 
Nellie T. Bush—arizona 
State Representative 


Members 





B. B. Morton—Public Utility Commission 


Henry W. Toll—co.torapo 
Executive Director, 
American Legislators’ Association 


NEVADA Senator Phil M. Tobin 
Assemblyman Willard W. Smith 
J. F. Shaughnessy — Chairman, 
Public Service Commission 
NEW MExIco Senator T. E. Mears 
Representative Willis Ford 
G. D. Macy—State Highway De- 
partment 
OREGON Senator Clyde E. Williamson 
Representative W. E. Stockdale 
Herbert Hauser — Public Utility 
Commission 
UTAH Senator Patrick J. Fennell 
Representative B. Spencer Young 
George A. Critchlow—State Tax 
Commission 
WASHINGTON Senator E. N. Steele 
Representative V. G. Skinner 
E. K. Murray—Director of Public 
Works 


Representative Worth Garetson 





ment and observance of motor vehicle laws; 
that upon the transfer of registration, the plates 
issued at the time of the original registration 
follow the car; and that every applicant for a 
registration of or title to a vehicle not previously 
registered under the laws of the state be re- 
quired to disclose its exact location. 


Length and width 


A minority report was submitted by Arizona 
and New Mexico delegations objecting to 
weight-fixing proposals of the committee on 
weights and dimensions. During the discussion 
of the minority report, Mrs. Bush declared that 
highways in southern Arizona showed definite 
evidences of damage from heavy trucking from 
California, and that Arizona was not financially 
able to build highways up to the specifications 








of California, and that the weight problem 
should be left to the determination of the in- 
dividual states. 

The majority resolution which was adopted, 
however, without change provided: That the 
over-all length of single vehicles may not ex- 
ceed 35 feet and that the over-all length of 
combinations of vehicles shall not be less than 
45 feet nor more than 60 feet; 


Combination vehicles 


That no combination shall consist of more 
than two units; 

That no vehicle shall exceed a height of 12% 
feet; 

And that the width shall not exceed eight 
feet, with a few exceptions such as fire appa- 
ratus and road machinery; 
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That service brakes on all vehicles shall be 
adequate to stop within a distance of 40 feet 
when traveling 20 miles per hour on dry as- 
phalt or concrete; 

That wheel and axle loads shall be fixed as 
follows: 8000 pounds when wheel is equipped 
with high-pressure pneumatic, solid rubber, or 
cushion tire; 9000 pounds when wheel is 
equipped with low-pressure pneumatic tire; 
gross weight on any wheel, 18,000 pounds if 
equipped with low-pressure pneumatic tire, and 
16,000 pounds if equipped with any other type 
of tire; 


Gross weights 


That the gross load on two-axle vehicles be 
limited to 24,000 pounds and the gross load on 
three-axle vehicles be limited to 34,000 pounds. 
The resolution also proposed that the formula 
of the American Association of State Highway 
Officials governing gross weight be adopted. 

The committee on reciprocity, regulation, and 
uniform code admitted at the outset that “the 
diversity and multiplicity of laws governing 
transportation of persons and property for 
‘hire’ made reciprocity at this time difficult,” but 
urged that the legislatures consider uniformity 
for the protection of the public. 

It proposed uniform regulation of working 
conditions, hours of service, insurance, and 
other measures so that a maximum of safety and 
security to the public may be assured. 

The resolution urged that the executive com- 
mittee of the conference work with officials of 
the states toward a more uniform system of 
laws governing bus and truck traffic. 

Harry C. Huse, Director of Licenses in the 
State of Washington, as chairman explained 
that his committee realized the difficulties in the 
way of reciprocity but expressed the hope that 
the resolution would result in some legislative 
action which would be beneficial to the states. 


Taxation 


The committee on taxation and highway costs 
submitted a resolution which was adopted with- 
out discussion. It proposed that the total amount 
of taxes to be imposed upon motor vehicles and 


their use should be determined by the eco- 
nomic requirements of the annual highway 
budget and should take into account the fol- 
lowing costs: administration, ‘maintenance, in- 
terest on highway debts, replacement charges, 
and improvement of existing highways. 

The same committee also proposed that for 
the sake of uniformity, the conference recorm- 
mend to the various legislatures the passage of 
a flat license rate for passenger cars at some fu- 
ture date and that vehicles using untaxed fuels 
be charged higher license fees to equalize the 
tax burden between such vehicles and those 
using taxed fuels. 


Stop Press News 

ASH and counties are the hurdles at which 
C the two eastern entries in the legislative 
field are straining. Rhode Island is dog- 
gedly determined in spite of heat and low water 
to balance her state budget, and New York 
might well be said to be taking a warm interest 

in county reorganization. 

What the Governor preferred by North 
Dakota's Senate said to the Governor preferred 
by North Dakota’s House, Strate GovERNMENT 
is not at liberty to print. As the magazine goes 
to press, the question is still at issue: which is 
“the commander in chief of the military and 
naval forces of the state.” (See North Dakota 
Constitution, Article III, Section 75.) 

Of immediate moment to North Dakota’s 
militant—if unnautical—lawmakers is the re- 
lated problem of whether or not the legislature 
has been legally convened. No arbiter of such 
judicial technicalities, State GovERNMENT 
merely presents the situation, leaving its readers 
to judge for themselves whether a special ses- 
sion is now in process in the Flickertail state. 





We Bow 


The American Legislators’ Association is an 
agency which offers unlimited potentialities for 
the solution of many problems through the 
organization of conferences among states. 


—New Mexico Tax Bulletin 
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UTAH DEMOCRATIC CONVENTION 


Political party wants expert advice for the lawmakers 


Provo, Utah, September 1—Today delegates to the Utah Demo- 
cratic State Convention unanimously approved the insertion of the 
following plank in the Democratic platform. 


“We favor the establishment of a legislative reference department 
affiliated with the American Legislators’ Association, to provide the 
legislature with the requisite data and professional skill and ability in 
the drafting of proposed legislative enactments.” 


Senator Julian M. Bamberger of the Utah Legislature has been 
advocating this significant governmental improvement, and was active 
in the support of this plank by the Convention. However, when State 
Government’s local reporter interviewed Senator Bamberger on the 
subject, he answered: “Special credit should be given to Representative 


Arnovitz who has been very influential in securing this action.” 


Legislative reference service is in no sense a political issue. Therefore 
it is doubly interesting and encouraging to see a political party include 
in its platform this non-partisan program for the improvement of 
legislative technique. 
































SILVER STATE 


Because Reno’s misogamic distinction is world famous, probably no one will be startled 
to learn that Nevada heads the United States’ divorce statistics list with a rate of 43 divorces 
per thousand population. A less known fact may provide consolation for the romantic — 
amusement for the ironic. Nevada, impartial specialist in all fields of domestic relations, is 
also pace-maker for marriage rates — annually boasts more than 150 brides and grooms for 
every 1000 persons in the state (see page 199). 

Unlike most marriage centers, Ormsby County has other claims to distinction. Con- 
tained within its borders is Carson City where, up a tree-bound vista, the state capitol may be 


glimpsed. 








